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RULES  AND  REGULATIONS 


Title  24 — Housing  and  Urban  Development 

CHAPTER  II— OFFICE  OF  ASSISTANT  SEC¬ 
RETARY  FOR  HOUSING  PRODUCTION 
AND  MORTGAGE  CREDIT,  FEDERAL 
HOUSING  COMMISSIONER  (FEDERAL 
HOUSING  ADMINISTRATION) 

[Docket  No.  R-75-342] 

SUBCHAPTER  B — MORTGAGE  AND  LOAN  INSUR¬ 
ANCE  PROGRAMS  UNDER  NATIONAL  HOUS¬ 
ING  ACT 

PART  236 — MORTGAGE  INSURANCE  AND 
INTEREST  REDUCTION  PAYMENTS  FOR 
RENTAL  PROJECTS 

Subpart  D— Rental  Assistance  Payments 

On  August  22,  1974  the  Housing  and 
Community  Development  Act  of  1974 
was  enacted  into  law.  Section  212(2)  of 
that  Act  added  a  new  Section  236(f)  (2) 
to  the  National  Housing  Act  designed  to 
assist  tenants  in  new  section  236  projects 
who  cannot  afford  to  pay  “basic  rent” 
(which  is  based  on  the  operating  ex¬ 
penses  of  a  project  which  is  paying  prin¬ 
cipal  and  interest  on  a  mortgage  bearing 
interest  at  a  hypothetical  1%)  with  25 
percent  of  their  income,  by  having  the 
Department  of  Housing  and  Urban  De¬ 
velopment  make  rental  assistance  pay¬ 
ments  to  the  project  owner  on  behalf  of 
such  tenants. 

The  Department  of  Housing  and 
Urban  Development  is  adopting  this  In¬ 
terim  Rule,  which  adds  a  new  Subpart 
D,  “Rental  Assistance  Payments,”  to 
Part  236,  “Mortgage  Insurance  and  In¬ 
terest  Reduction  Payments  for  Rental 
Projects,”  to  implement  the  new  section 
236(f)  (2)  of  the  National  Housing  Act. 
This  regulation  is  being  adopted  as  an 
Interim  Rule  effective  July  29,  1975,  be¬ 
cause  the  Department  has  a  substantial 
number  of  applications  which  have  al¬ 
ready  been  pending  for  several  months 
and  which  must  be  processed  pursuant  to 
the  provisions  of  the  new  Act.  However, 
the  Department  invites  interested  per¬ 
sons  to  submit  data,  views,  and  sug¬ 
gestions  with  respect  to  this  rule  and  is 
providing  60  days  in  lieu  of  the  usual  30 
days  in  which  to  file  comments.  All  rele¬ 
vant  material  received  on  or  before 
Sept.  29,  1975,  will  be  considered  by  the 
Department  before  a  final  rule  is  adopted. 
Pilings  should  refer  to  the  above 
Docket  number  and  should  be  filed  with 
the  Rules  Docket  Clerk,  Office  of  Gen¬ 
eral  Counsel,  Department  of  Housing  and 
Urban  Development,  Room  10245,  451 
Seventh  Street,  SW„  Washington,  D.C. 
20410.  Copies  of  comments  submitted 
will  be  available  during  business  hours 
at  the  above  address  for  examination  by 
Interested  persons. 

The  Department  has  determined  that 
an  Environmental  Impact  Statement  is 
not  required  with  respect  to  this  rule.  The 
Finding  of  Inapplicability  is  available 
for  inspection  at  the  above  address. 

Chapter  n  of  Title  24  is  amended  as 
follows : 

1.  The  table  of  contents  of  Part  236 
is  amended  to  read: 

Subpart  D — Rental  Assistance  Payments 

Sec. 

236.701  Scope  of  rental  assistance. 

236.705  Projects  eligible  for  benefits. 

236.710  Qualified  tenant. 


Sec. 

236.715  Certificate  of  eliglbUtty. 

236.720  Provisions  applicable  to  cooperative 
members. 

236.725  Term  of  contract. 

236.730  Maximum  annual  project  payments 
under  contract. 

236.735  Maximum  payments  under  contract 
for  each  tenant. 

236.740  Time  of  payment  under  contract. 
236.745  Tenant  occupancy  limitations. 
236.750  Form  of  lease. 

236.755  Housing  owner’s  obligation  under 
contract  to  report  tenant  income 
increase. 

236.760  Change  in  tenant  Income  status. 

2.  Part  236  is  amended  by  adding  the 
following  new  Subpart  D: 

Subpart  D— Rental  Assistance  Payments 
§  236.701  Scope  of  rental  assistance. 

The  Secretary  shall  enter  into  Rental 
Assistance  Contracts  with  the  owners  of 
section  236  projects  which : 

(a)  Had  received  a  commitment  for 
mortgage  insurance  under  this  Part  on 
or  before  August  22,  1974,  but  are  re¬ 
processed  before  final  endorsement  with 
rental  assistance  pursuant  to  an  agree¬ 
ment  between  the  sponsor  and  the 
Secretary: 

(b)  Had  not  received  a  commitment 
for  mortgage  insurance  under  this  Part 
on  or  before  August  22,  1974,  but  did 
so  subsequently: 

(c)  Had  received  a  reservation  of  sec¬ 
tion  236  contract  authority  (in  the  case 
of  projects  processed  without  HUD 
mortgage  insurance  and  to  be  financed 
under  a  State  or  local  government  aided 
program  pursuant  to  section  236(b)  of 
the  National  Housing  Act)  on  or  before 
August  22,  1974,  but  are  reprocessed  with 
rental  assistance  pursuant  to  an  agree¬ 
ment  between  the  sponsor,  the  State  or 
local  agency  providing  additional  aid 
to  the  project,  and  the  Secretary  before 
interest  reduction  payments  have  begun 
under  a  contract  entered  into  pursuant 
to  such  reservation;  or 

(d)  Had  not  received  a  reservation  of 
section  236  contract  authority  (in  the 
case  of  projects  processed  without  HUD 
mortgage  insurance)  on  or  before  August 
22,  1974,  but  did  so  subsequently. 

Projects  may  not  receive  the  benefit  of 
rent  supplement  payments  under  Part 
215  of  this  Title  and  rental  assistance 
payments  at  the  same  time.  (Notwith¬ 
standing  the  provisions  of  this  Subpart, 
it  shall  be  a  matter  of  the  Secretary’s 
discretion  whether  he  enters  into  con¬ 
tracts  for  such  benefits  in  connection 
with  the  sale  of  HUD-owned  projects.) 
The  conditions  of  eligibility  for  a  Rental 
Assistance  Contract  and  its  terms  are 
specified  in  this  Subpart  D. 

§  236.705  Projects  eligible  for  benefits. 

(a)  Rental  assistance  payments  may 
be  made  with  respect  to  section  236 
projects  witlY  Rental  Assistance  Con¬ 
tracts  pursuant  to  this  Subpart. 

(b)  Rental  assistance  payments  to 
owners  of  projects  pursuant  to  paragraph 
(a)  of  this  section  will  normally  be  made 
available  to  20  percent  of  the  dwelling 
units,  except  that  the  Secretary  may : 

(1)  Reduce  that  percentage  in  the 


case  of  any  project  if  he  determines  that 
such  action  is  necessary  to  assure  the 
economic  viability  of  the  project;  or 

(2)  Increase  that  percentage  in  the 
case  of  any  project  if  he  determines  (i) 
that  such  action  is  necessary  and  feas¬ 
ible,  after  taking  into  account  the  ob¬ 
jective  of  assuring,  insofar  as  is  practi¬ 
cable,  that  there  is  in  the  project  a  rea¬ 
sonable  range  in  the  income  levels  of 
tenants,  or  (ii)  that  such  action  is  to  be 
taken  to  meet  the  housing  needs  of 
elderly  or  handicapped  families. 

§  236.710  Qualified  tenant. 

The  benefits  of  the  rental  assistance 
payments  are  available  only  to  an  indi¬ 
vidual  or  a  family  renting  a  dwelling  unit 
in  a  project  which  is  subject  to  a  contract 
under  this  Subpart  or  occupying  such  a 
dwelling  unit  as  a  cooperative  member. 
To  qualify  for  such  benefits,  the  indi¬ 
vidual  or  family  shall  meet  the  following 
requirements: 

(a)  Have  an  adjusted  monthly  income 
as  defined  in  Subpart  A,  of  less  than  an 
amount  equal  to  four  times  the  basic 
rental  charge  for  the  occupied  unit  when 
the  basic  rental  charge  is  determined  on 
the  basis  of  operating  the  project  with 
the  payment  of  the  cost  of  utility  services 
used  by  the  dwelling  units  therein;  or 

(b)  Have  an  adjusted  monthly  income 
of  less  than  an  amount  equal  to  four 
times  the  sum  of  (1)  the  basic  rental 
charge  for  the  occupied  unit  and  (2)  the 
monthly  cost  of  reasonable  utility  serv¬ 
ices  paid  by  the  tenant,  when  the  basic 
rental  charge  is  determined  on  the  basis 
of  operating  the  project  without  the  pay¬ 
ment  of  the  cost  of  utility  services  used 
by  the  dwelling  units  therein. 

§236.715  Certificate  of  eligibility. 

The  housing  owner  will  review  for  eli¬ 
gibility  the  application  by  a  prospective 
tenant  for  rental  assistance  payments.  If 
the  applicant  meets  the  requirements  of 
§  236.710  and  if  rental  assistance  pay¬ 
ments  on  behalf  of  the  applicant  would 
not  cause  the  percentage  of  eligible  units 
to  be  exceeded,  the  owner  shall  issue  a 
certificate  of  eligibility,  in  the  form  pre¬ 
scribed  by  the  Secretary.  The  certificate 
shall  state  the  amount,  of  rental  assist¬ 
ance  to  be  paid  monthly  by  the  Secretary 
to  the  housing  owner  on  behalf  of  the  eli¬ 
gible  applicant  when  admitted. 

§  236.720  Provisions  applicable  lo  co¬ 
operative  members. 

(a)  A  member  of  a  cooperative  who 
obtains  a  certificate  of  eligibility  shall  be 
required,  as  a  condition  of  .receiving  the 
certificate,  to  agree  that  upon  a  sale  of 
his  membership,  any  equity  increment 
accumulated  through  rental  assistance 
payments  will  not  be  made  available  to 
the  member,  but  will  be  turned  over  to 
the  cooperative  housing  owner.  Funds  re¬ 
ceived  by  a  cooperative  representing  an 
equity  increment  accumulated  through 
rental  assistance  payments  shall  be  de¬ 
posited  by  the  cooperative  in  a  special 
account  to  be  disbursed  as  directed  by 
the  Secretary. 

(b)  Tlie  term  “tenant”  as  used  in  this 
Subpart  shall  include  a  member  of  a  co¬ 
operative,  and  the  term  “rental  payment” 
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shall  include  the  carrying  charges  under 
the  occupancy  agreement  between  the 
members  of  the  cooperative  and  the  co¬ 
operative  housing  owner. 

§  236.725  Term  of  contract. 

The  rental  assistance  contract  shall  be 
limited  to  the  term  of  the  mortgage  or  40 
years  from  the  date  of  the  first  payment 
made  under  the  contract,  whichever  is 
the  lesser. 

§  236.730  Maximum  annual  rental  as¬ 
sistance  contract  amount. 

The  rental  assistance  contract  shall 
specify  the  maximum  amount  of  the 
rental  assistance  payments  for  the  proj¬ 
ect  for  the  rent-up  period,  or  for  any  such 
other  period  of  time  as  the  Secretary  may 
prescribe,  based  upon  the  Secretary’s 
estimate  of  probable  demand  and  tenant 
income,  including  a  10  percent  contin¬ 
gency  allowance.  At  the  end  of  such 
period  of  time,  and  annually  thereafter, 
appropriate  adjustments,  as  the  Secre¬ 
tary  may  prescribe,  shall  be  made  in  the 
maximum  annual  rental  assistance  con¬ 
tract  amount,  to  reflect  the  actual  re¬ 
quirements  of  the  eligible  tenants  and  a 
10  percent  contingency  allowance. 

§  236.735  Maximum  rental  assistance 
payments  on  behalf  of  each  tenant. 

(a)  The  rental  assistance  contract 
shall  provide  that  the  payment  on  behalf 
of  an  eligible  tenant  shall  not  exceed: 
(1)  That  amount  by  which  the  basic 
rental  charge  approved  by  the  Secretary 
for  the  unit  exceeds  one-fourth  of  the 
tenant’s  adjusted  monthly  income,  as  de¬ 
fined  in  Subpart  A,  when  the  basic  rental 
charge  is  determined  on  the  basis  of 
operating  the  project  with  the  payment 
of  the  cost  of  utility  services  used  by  the 
dwelling  units  therein;  or  (2)  that 
amount  by  which  the  basic  rental  charge 
plus  the  monthly  cost  of  reasonable  util¬ 
ity  services  paid  by  the  tenant  exceeds 
one-fourth  of  the  tenant’s  adjusted 
monthly  income,  when  the  basic  rental 
charge  is  determined  on  the  basis  of  op¬ 
erating  the  project  without  payment  of 
the  cost  of  utility  services  used  by  the 
dwelling  units  therein. 

(b)  Notwithstanding  the  provisions  in 
paragraph  (a)  of  this  section,  in  no  case 
shall  the  rental  payment  actually  made 
by  an  eligible  tenant  be  reduced  below: 
(1)  An  amount  equal  to  the  utility  costs 
attributable  to  the  unit  occupied  by  the 
tenant,  when  the  basic  rental  charge 
includes  utilities,  unless  the  Secretary 
determines  that  the  application  of  that 
requirement  in  any  area  would  result  in 
undue  hardship  because  of  unusually 
high  utility  costs,  prevailing  seasonally 
or  otherwise,  in  such  area;  or  (2)  20  per¬ 
cent  of  the  tenant’s  adjusted  monthly  in¬ 
come,  when  the  basic  rental  charge  does 
not  Include  utilities. 

§  236.740  Time  of  payment  under  con¬ 
tract. 

The  rental  assistance  contract  shall 
provide  for  payments  to  be  made  monthly 


to  the  housing  owner  on  behalf  of  qual¬ 
ified  tenants  in  the  amounts  set  forth  in 
the  certificates  of  eligibility. 

§  236.745  Tenant  occupancy  limitations. 

Eligible  tenants  shall  not  be  permitted 
to  occupy  units  larger  than  the  Secretary 
determines  necessary  for  their  family 
needs,  except  on  a  temporary  basis  with 
the  approval  of  the  Secretary. 

§  236.750  Form  of  lease. 

(a)  Lease  form.  Eligible  tenants  shall 
be  required  to  execute  a  lease  in  a  form 
approved  by  the  Secretary. 

(b)  Special  lease  provisions.  The  lease 
shall  contain  the  following  special  pro¬ 
visions  : 

(1)  A  provision  obligating  the  tenant 
to  report  immediately  to  the  housing 
owner  any  increase  in  income  which 
results  in  adjusted  monthly  income  in 
excess  of  the  amount  specified  in 
8  236.710;  and 

(2)  A  provision  obligating  the  tenant 
to  reimburse  the  housing  owner  who, 
upon  being  reimbursed  by  the  tenant,  in 
turn  is  obligated  to  reimburse  the  Sec¬ 
retary  for  any  rental  assistance  pay¬ 
ments  made  by  the  Secretary  during  a 
period  when  the  tenant’s  income  had  in¬ 
creased  to  a  point  where  rental  assistance 
payments  should  have  been  terminated 
but  were  not  terminated  because  of  the 
tenant’s  failure  to  report  the  increase 
to  the  housing  owner. 

§  236.755  Housing  owner's  obligation 
under  contract  to  report  tenant  in¬ 
come  increase. 

The  rental  assistance  contract  shall 
contain  a  provision  obligating  the  hous¬ 
ing  owner  to  immediately  notify  the  Sec¬ 
retary  upon  receiving  a  report  from  a 
tenant  of  an  increase  in  the  tenant’s  in¬ 
come  resulting  in  an  adjusted  monthly 
income  in  excess  of  the  amount  specified 
in  §  236.710.  The  contract  shall  also  obli¬ 
gate  the  housing  owner,  upon  failing  to 
notify  the  Secretary  when  a  report  of 
such  increase  in  income  is  received  from 
a  tenant,  to  reimburse  the  Secretary  for 
any  rental  assistance  payments  made 
during  the  period  the  tenant  is  receiving 
the  increased  income. 

§  236.760  Change  in  tenant  income 
status. 

Appropriate  adjustments  will  be  made 
in  rental  assistance  payments  to  reflect 
income  changes  shown  by  the  annual 
tenant  income  recertification,  as  required 
by  §  425.25  of  this  Title.  Rental  assist¬ 
ance  payments  will  be  discontinued  when 
it  is  determined  by  the  Secretary  that 
the  tenant’s  adjusted  monthly  income  is 
in  excess  of  the  amount  specified  in 
8  236.710.  Where  a  tenant  is  no  longer 
entitled  to  rental  assistance  payments, 
he  may  continue  to  occupy  the  unit.  The 
rents  charged  for  the  unit  shall  not  ex¬ 
ceed  those  specified  in  Subpart  A. 

(Sec.  211,  52  Stat.  23  (12  U.S.C.  1715b);  Sec. 
236,  88  Stat.  672  (12  U.S.O.  17153-1)) 


Effective  date.  These  amendments  are 
effective  July  29,  1975. 

(It  is  hereby  certified  that  the  economic  and 
inflationary  impacts  of  this  regulation  have 
been  carefully  evaluated  in  accordance  with 
OMB  Circular  A-107.) 

David  M.  deWn.DE, 
Acting  Assistant  Secretary  for 
Housing  Production  and 
Mortgage  Credit,  Federal 
Housing  Commissioner. , 

IFR  Doc.75-19457  Piled  7-28-75;8:45  am] 


CHAPTER  IV— OFFICE  OF  ASSISTANT 
SECRETARY  FOR  HOUSING  MANAGE¬ 
MENT,  DEPARTMENT  OF  HOUSING  AND 
URBAN  DEVELOPMENT 

[Docket  No.  R-75-343] 

SUBCHAPTER  E— INTEREST  REDUCTION  HOUS¬ 
ING-MANAGEMENT  AND  CONTRACT  ADMIN¬ 
ISTRATION — SECTION  236 

PART  426— RENTAL  ASSISTANCE 
PAYMENTS 

Interim  Rule 

On  August  22,  1974,  the  Housing  and 
Community  Development  Act  of  1974  was 
enacted  into  law.  Section  212(2)  of  that 
Act  added  a  new  section  236(f)  (2)  to  the 
National  Housing  Act  designed  to  assist 
tenants  in  new  section  236  projects  who 
cannot  afford  to  pay  “basic  rent”  (which 
is  based  on  the  operating  expenses  of  a 
project  which  is  paying  principal  and 
interest  on  a  mortgage  bearing  interest 
at  a  hypothetical  1%)  with  25  percent 
of  their  income,  by  having  the  Depart¬ 
ment  of  Housing  and  Urban  Develop¬ 
ment  make  rental  assistance  payments 
to  the  project  owner  on  behalf  of  such 
tenants. 

The  Department  of  Housing  and 
Urban  Development  is  adopting  this  In¬ 
terim  Rule,  which  adds  a  new  Part  426, 
“Rental  Assistance  Payments”  to  Sub¬ 
chapter  E,  “Interest  Reduction  Hous¬ 
ing — Management  and  Contract  Admin¬ 
istration — Section  236,”  to  implement  the 
new  section  236(f)  (2)  of  the  National 
Housing  Act.  This  regulation  is  being 
adopted  as  an  Interim  Rule  effective 
upon  publication,  because  the  Depart¬ 
ment  has  a  substantial  number  of  ap¬ 
plications  which  have  already  been 
pending  for  several  months  and  which 
must  be  processed  pursuant  to  the  pro¬ 
visions  of  the  new  Act.  However,  the 
Department  invites  Interested  persons  to 
submit  data,  views,  and  suggestions  with 
respect  to  this  rule  and  is  providing  60 
days  in  lieu  of  the  usual  30  days  in  which 
to  file  comments.  All  relevant  material 
received  on  or  before  September  29, 1975, 
will  be  considered  by  the  Department 
before  a  final  rule  is  adopted.  Pilings 
should  refer  to  the  above  Docket  number 
and  should  be  filed  with  the  Rule  Dock¬ 
et  Clerk,  Office  of  General  Counsel,  De¬ 
partment  of  Housing  and  Urban  Devel¬ 
opment,  Room  10245,  451  Seventh  Street, 
8W.,  Washington,  D.C.  20410.  Copies  of 
comments  submitted  will  be  available 
during  business  hours  at  the  above  ad¬ 
dress  for  examination  by  Interested 
persons. 
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The  Department  has  determined  that 
an  Environmental  Impact  Statement  is 
not  required  with  respect  to  this  rule. 
The  Finding  of  Inapplicability  is  avail¬ 
able  for  inspection  at  the  above  address. 

Chapter  IV  of  Title  24  is  amended  as 
follows: 

1.  Part  426  is  added  to  the  table  of 
contents  of  Chapter  IV  to  read: 

426  Rental  Assistance  Payments. 

2.  Subchapter  E  is  amended  by  adding 
the  following  new  Part: 

Sec. 

426.1  Scope  of  rental  assistance. 

426.5  Projects  eligible  for  benefits. 

426.10  Qualified  tenant. 

426.15  Certificate  of  eligibility. 

426.20  Provisions  applicable  to  cooperative 
members. 

426.25  Term  of  contract. 

426.30  Maximum  annual  project  payments 
under  contract. 

426.35  Maximum  payments  under  contract 
for  each  tenant. 

426.40  Time  of  payment  under  contract. 
426.45  Tenant  occupancy  limitations. 

426.50  Form  of  lease. 

426.55  Housing  owner's  obligation  under 
contract  to  report  tenant  income 
Increase. 

426.60  Change  In  tenant  income  status. 

Atjthoritt:  Sec.  211,  52  Stat.  23  (12  U.S.C. 
1715b);  sec.  236,  88  Stat.  672  (12  U.S.C. 
1715Z-1). 

§  426.1  Scope  of  rental  assistance. 

The  Secretary  shall  enter  into  Rental 
Assistance  Contracts  with  the  owners 
of  section  236  projects  which: 

(a)  Had  received  a  commitment  for 
mortgage  insurance  under  Part  236  of 
this  Title  on  or  before  August  22,  1974, 
but  are  reprocessed  before  final  endorse¬ 
ment  with  rental  assistance  pursuant  to 
an  agreement  between  the  sponsor  and 
the  Secretary; 

(b)  Had  not  received  a  commitment 
for  mortgage  insurance  under  Part  236 
on  or  before  August  22,  1974,  but  did  so 
subsequently; 

(c)  Had  received  a  reservation  of  sec¬ 
tion  236  contract  authority  (in  the  case 
of  projects  processed  without  HUD  mort¬ 
gage  insurance  and  to  be  financed  under 
a  State  or  local  government  aided  pro¬ 
gram  pursuant  to  section  236(b)  of  the 
National  Housing  Act)  on  or  before  Au¬ 
gust  22,  1974,  but  are  reprocessed  with 
rental  assistance  pursuant  to  an  agree¬ 
ment  between  the  sponsor,  the  State  or 
local  agency  providing  additional  aid  to 
the  project,  and  the  Secretary  before  in¬ 
terest  reduction  payments  have  begun 
under  a  contract  entered  into  pursuant 
to  such  reservation;  or 

(d)  Had  not  received  a  reservation  of 
section  236  authority  (in  the  case  of  proj¬ 
ects  processed  without  HUD  mortgage 
insurance)  on  or  before  August  22,  1974, 
but  did  so  subsequently. 

Projects  may  not  receive  the  benefit  of 
rent  supplement  payments  under  Part 
215  of  this  Title  and  rental  assistance 
payments  at  the  same  time.  (Notwith¬ 
standing  the  provisions  of  this  Part,  it 
shall  be  a  matter  of  the  Secretary’s  dis¬ 
cretion  whether  he  enters  into  contracts 
for  such  benefits  in  connection  with  the 
sale  of  HUD-owned  projects.)  The  con¬ 
ditions  of  eligibility  for  a  Rental  As¬ 


sistance  Contract  and  its  terms  are  speci¬ 
fied  in  this  Part. 

§  426.5  Projects  eligible  for  benefits. 

(a)  Rental  assistance  payments  may 
be  made  with  respect  to  section  236 
projects  with  Rental  Assistance  Con¬ 
tracts  pursuant  to  this  Part. 

(b)  Rental  assistance  payments  to 
owners  of  projects  pursuant  to  para¬ 
graph  (a)  of  this  section  will  normally 
be  made  available  to  20  percent  of  the 
dwelling  units,  except  that  the  Secretary 
may: 

(1)  Reduce  that  percentage  in  the 
case  of  any  project  if  he  determines  that 
such  action  is  necessary  to  assure  the 
economic  viability  of  the  project;  or 

(2)  Increase  that  percentage  in  the 
case  of  any  project  if  he  determines  (i) 
that  such  action  is  necessary  and  feasi¬ 
ble,  after  taking  into  account  the  objec¬ 
tive  of  assuring,  insofar  as  is  practicable, 
that  there  is  in  the  project  a  reasonable 
range  in  the  income  levels  of  tenants,  or 
(il)  that  such  action  is  to  be  taken  to 
meet  the  housing  needs  of  elderly  or 
handicapped  families. 

§  426.10  Qualified  tenant. 

The  benefits  of  the  rental  assistance 
payments  are  available  only  to  an  indi¬ 
vidual  or  a  family  renting  a  dwelling  unit 
in  a  project  which  is  subject  to  a  con¬ 
tract  under  this  Part  or  occupying  such 
a  dwelling  unit  as  a  cooperative  member. 
To  qualify  for  such  benefits,  the  indi¬ 
vidual  or  family  shall  meet  the  following 
requirements: 

(a)  Have  an  adjusted  monthly  income 
as  defined  in  Part  236  of  this  Title,  of 
less  than  an  amount  equal  to  four  times 
the  basic  rental  charge  for  the  occupied 
unit  when  the  basic  rental  charge  is  de¬ 
termined  on  the  basis  of  operating  the 
project  with  the  payment  of  the  cost  of 
utility  services  used  by  the  dwelling 
units  therein;  or 

(b)  Have  an  adjusted  monthly  income 
of  less  than  an  amount  equal  to  four 
times  the  sum  of  (1)  the  basic  rental 
charge  for  the  occupied  unit  and  (2)  the 
monthly  cost  of  reasonable  utility  serv¬ 
ices  paid  by  the  tenant,  when  the  basic 
rental  charge  is  determined  on  the  basis 
of  operating  the  project  without  the 
payment  of  the  cost  of  utility  services 
used  by  the  dwelling  units  therein. 

§  426.15  Certificate  of  eligibility. 

The  housing  owner  will  review  for 
eligibility  the  application  by  a  prospec¬ 
tive  tenant  for  rental  assistance  pay¬ 
ments.  If  the  applicant  meets  the 
requirements  of  $  426.10  and  if  rental 
assistance  payments  on  behalf  of  the 
applicant  would  not  cause  the  percentage 
of  eligible  units  to  be  exceeded,  th$ 
owner  shall  issue  a  certificate  of  eligibil¬ 
ity,  in  the  form  prescribed  by  the  Secre¬ 
tary.  The  certificate  shall  state  the 
amount  of  rental  assistance  to  be  paid 
monthly  by  the  Secretary  to  the  housing 
owner  on  behalf  of  the  eligible  applicant 
when  admitted. 

§  426.20  Provisions  applicable  to  coop¬ 
erative  members. 

(a)  A  member  of  a  cooperative  who 
obtains  a  certificate  of  eligibility  shall 


be  required,  as  a  condition  of  receiving 
the  certificate,  to  agree  that  upon  a  sale 
of  his  membership,  any  equity  increment 
accumulated  through  rental  assistance 
payments  will  not  be  made  available  to 
the  member,  but  will  be  turned  over  to 
the  cooperative  housing  owner.  Funds  re¬ 
ceived  by  a  cooperative  representing  an 
equity  increment  accumulated  through 
rented  assistance  payments  shall  be  de¬ 
posited  by  the  cooperative  in  a  special 
account  to  be  disbursed  as  directed  by 
the  Secretary. 

(b)  The  term  “tenant”  as  used  in  this 
Part  shall  include  a  member  of  a  cooper¬ 
ative,  and  the  term  “rental  payment” 
shall  include  the  carrying  charges  under 
the  occupancy  agreement  between  the 
members  of  the  cooperative  and  the  co¬ 
operative  housing  owner. 

§  426.25  Term  of  contract. 

The  rental  assistance  contract  shall  be 
limited  to  the  term  of  the  mortgage  or 
40  years  from  the  date  of  the  first  pay¬ 
ment  made  under  the  contract,  which¬ 
ever  is  the  lesser. 

§  426.30  Maximum  annual  rental  assist¬ 
ance  contract  amount. 

The  rental  assistance  contract  shall 
specify  the  maximum  amount  of  the 
rental  assistance  payments  for  the  proj¬ 
ect  for  the  rent-up  period,  or  for  any  such 
other  period  of  time  as  the  Secretary  may 
prescribe,  based  upon  the  Secretary’s 
estimate  of  probable  demand  and  tenant 
income,  including  a  10  percent  contin¬ 
gency  allowance.  At  the  end  of  such  pe¬ 
riod  of  time,  and  annually  thereafter, 
appropriate  adjustments,  as  the  Secre¬ 
tary  may  prescribe,  shall  be  made  in  the 
maximum  annual  rental  assistance  con¬ 
tract  amount,  to  reflect  the  actual  re¬ 
quirements  of  the  eligible  tenants  and  a 
10  percent  contingency  allowance. 

§  426.35  Maximum  rental  assistance 
payments  on  behalf  of  each  tenant. 

(a)  The  rental  assistance  contract 
shall  provide  that  the  payment  on  be¬ 
half  of  an  eligible  tenant  shall  not  ex¬ 
ceed:  (1)  That  amount  by  which  the 
basic  rental  charge  approved  by  the  Sec¬ 
retary  for  the  unit  exceeds  one-fourth  of 
the  tenant’s  adjusted  monthly  income, 
as  defined  in  Part  236  of  this  Title,  when 
the  basic  rental  charge  is  determined  on 
the  basis  of  operating  the  project  with 
the  payment  of  the  cost  of  utility  services 
used  by  the  dwelling  units  therein;  or 
(2)  that  amount  by  which  the  basic 
rental  charge  plus  the  monthly  cost  of 
reasonable  utility  services  paid  by  the 
tenant  exceeds  one-fourth  of  the  ten¬ 
ant’s  adjusted  monthly  income,  when  the 
basic  rental  charge  is  determined  on  the 
basis  of  operating  the  project  without 
payment  of  the  cost  of  utility  services 
used  by  the  dwelling  units  therein. 

(b)  Notwithstanding  the  provisions  in 
paragraph  (a)  of  this  section,  in  no  case 
shall  the  rental  payment  actually  made 
by  an  eligible  tenant  be  reduced  below: 
(1)  an  amount  equal  to  the  utility  costs 
attributable  to  the  unit  occupied  by  the 
tenant,  when  the  basic  rental  charge  in¬ 
cludes  utilities,  unless  the  Secretary  de¬ 
termines  that  the  application  of  that  re¬ 
quirement  in  any  area  would  result  in 
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undue  hardship  because  of  unusually 
high  utility  costs,  prevailing  seasonally 
or  otherwise,  in  such  area;  or  (2)  20  per¬ 
cent  of  the  tenant’s  adjusted  monthly 
Income,  when  the  basic  rental  charge 
does  not  include  utilities. 

§  426.44)  Time  of  payment  under  con¬ 
tract. 

The  rental  assistance  contract  shall 
provide  for  payments  to  be  made  monthly 
to  the  housing  owner  on  behalf  of  qual¬ 
ified  tenants  in  the  amounts  set  forth 
in  the  certificates  of  eligibility. 

§  426.45  Tenant  occupancy  limitations. 

Eligible  tenants  shall  not  be  permitted 
to  occupy  units  larger  than  the  Secre¬ 
tary  determines  necessary  for  their  fam¬ 
ily  needs,  except  on  a  temporary  basis 
with  the  approval  of  the  Secretary. 

§  426.50  Form  of  lease. 

(a)  Lease  form.  Eligible  tenants  shall 
be  required  to  execute  a  lease  in  a  form 
approved  by  the  Secretary. 

(b)  Special  lease  provisions.  The  lease 
shall  contain  the  following  special  pro¬ 
visions: 

(1)  A  provision  obligating  the  tenant 
to  report  immediately  to  the  housing 
owner  any  increase  in  income  which  re- 
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suits  in  adjusted  monthly  income  in  ex¬ 
cess  of  the  amount  specified  in  §  426.10; 
and 

(2)  A  provision  obligating  the  tenant 
to  reimburse  the  housing  owner  who, 
upon  being  reimbursed  by  the  tenant,  in 
turn  is  obligated  to  reimburse  the  Sec¬ 
retary  for  any  rental  assistance  pay¬ 
ments  made  by  the  Secretary  during  a 
period  when  the  tenant’s  income  had  in¬ 
creased  to  a  point  where  rental  assistance 
payments  should  have  been  terminated 
but  were  not  terminated  because  of  the 
tenant’s  failure  to  report  the  increase  to 
the  housing  owner. 

§  426.55  Housing  owner's  obligation 
'  under  contract  to  report  tenant  in¬ 
come  increase. 

The  rental  assistance  contract  shall 
contain  a  provision  obligating  the  hous¬ 
ing  owner  to  immediately  notify  the  Sec¬ 
retary  upon  receiving  a  report  from  a 
tenant  of  an  increase  in  the  tenant’s 
income  resulting  in  an  adjusted  monthly 
income  in  excess  of  the  amount  specified 
in  §  426.10.  The  contract  shall  also  obli¬ 
gate  the  housing  owner,  upon  failing  to 
notify  the  Secretary  when  a  report  of 
such  increase  in  income  is  received  from 
a  tenant,  to  reimburse  the  Secretary  for 
any  rental  assistance  payments  made 
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during  the  period  the  tenant  is  receiving 
the  increased  income. 

§  426.60  Change  in  tenant  income  status. 

Appropriate  adjustments  will  be  made 
in  rental  assistance  payments  to  reflect 
income  changes  shown  by  the  annual 
tenant  income  recertification,  as  required 
by  §  425.25  of  this  Title.  Rental  assistance 
payments  will  be  discontinued  when  it 
is  determined  by  the  Secretary  that  the 
tenant’s  adjusted  monthly  income  is  in 
excess  of  the  amount  specified  in  §  426.10. 
Where  a  tenant  is  no  longer  entitled  to 
rental  assistance  payments,  he  may  con¬ 
tinue  to  occupy  the  unit.  The  rents 
charged  for  the  unit  shall  not  exceed 
those  specified  in  §  425.15. 

(Sec.  an.  52  Stat.  23  (12  U.S.C.  1715b);  Sec. 
236,  88  Stat.  672  (12  U.S.C.  1715z-l) ) 

Effective  date.  These  amendments  are 
effective  July  29, 1975. 

(It  Is  hereby  certified  that  the  economic 
and  inflationary  Impacts  of  this  regulation 
have  been  carefully  evaluated  in  accordance 
with  OMB  Circular  A-107.) 

H.  R.  Crawford, 
Assistant  Secretary  for 
Housing  Management. 
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